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History

1e beautiful bird

1 January 1976, Air France launches the
rsonic Concorde, produced jointly by
‘rench and British aeronautical indus-
, on the Paris-Dakar-Rio de Janeiro
. It flies at Mach 2.02 (over 2,000 km/h).

A hub
for Europe

The hub strategy is first launched at the begin-
ning of the nineties. Air France fully embraces
this strategy with the inauguration of its own hub
at Roissy CDG in April 1996, linking up its medi-
um and long-haul networks.
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1992
The birth of the
\ir France Group

1990, Air France begins building up a
in UTA, created in 1963, and becomes the
ity shareholder. 1992 is a key date in the
y of French air transport: Air France
s with UTA, acquiring a 72% stake in Air
sy combining its own interest with UTA’s.
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ir France Group is
mne of the world’s
g air transport
5. The merger of
rance and Air
: Europe (former-

Inter) will take
n 1997.

1999
Air France on the
stock exchange

The initial pu- B~
blic
marks a key

offering

moment in the
life  of the
Company. And
it proves to be

a resounding success. Institutional investors ask
for 40 times the number of shares that they are
offered and some 2.4 million private sharehold-
ers subscribe for Air France shares.

Over 72% of employees also become sharehold-
ers of their company.

On 22 February 1999, Air France is listed on the
Paris stock market’s Premier Marché.

SkyTleam, the time
for alliances

On 22 June 2000, Air France
with  Delta,
AeroMexico and Korean Air to
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alliance. They are joined by the

Czech airline CSA and Alitalia in 2001, taking
Skyteam’s offering up to over 8,000 daily flights
covering more than 500 destinations in 114 coun-
tries. Each partner’s hubs are synchronized in

joins  forces

create the global SkyTeam

order to cut transit times and offer even more
destinations and frequent flights for passengers.
In 2 years, SkyTeam is one of the three major
alliances with a 12% share of the market.

2000

2001
Creation of the
regional division

To develop its offering for flights out of provin-
cial French cities, feed the Paris and regional
hubs and bolster its position on the highly-com-
petitive European market, Air France structures
its regional division around three subsidiary air-
lines: Régional CAE, Brit Air and City Jet.
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N the making

Happy birthday
Air France!

At the dawn of its business combination
with KLM, Air France celebrates its 70th
anniversary on 7 October 2003, both confi-
dent and prudent in the face of the events at
the end of this year.

In line with the ambitions of Pierre Cot, the
French Minister for Air Transport in 1933,
and Max Hymans, Chairman of the
Company after the Second World War,
Jean-Cyril Spinetta, the twelfth Chairman
of Air France, reaffirms that “Europe needs
a major airline, with Air France playing a
pivotal role”. Drawing on “70 years of

VEORORORURUN ¢ RORVIVIVI U I

The business combination agreement con-
cluded in September 2003 between Air
France and KLM gives rise to Europe’s
number one air transport group in May
2004, based on a holding company and two
airlines with their own brands and identity
and three core businesses.

The new Group now represents over
106,000 employees, 66.3 million passen-
gers, 225 destinations and a fleet of 556 air-
craft. This reflects its newfound position as
the global market leader in terms of rev-
enues, and number one in Europe.

ambition and expertise”, Air France conti-
nues to look into its past for the values that
give it its strength and enable it to meet the
current challenges.

Air France /] st

airline in Europe for traffic

Air France Srd

airline worldwide for the transport
of international passengers

Air France Cargo 4ST

airline worldwide for the transport
of international freight

Air France Industries 2ﬂd
operator worldwide for multi-product aircraft
maintenance

Air France-KLM business combination
pirth of the European leader

It is also the world’s number one for freight
transport (excluding integrated transport
companies) and one of the world’s leading
maintenance providers,

SkyTeam is now the 2nd biggest alliance
worldwide, following the arrival of KLM
and its two US partners: Continental and
Northwest.

The combination of the two companies cre-
ates a unique global network, based on the
hubs at Roissy CDG in France, and Schiphol
in Amsterdam.

/IST

group worldwide
for revenues

18T

air transport group
in Europe




Despite an economic and
geopolitical environment that
continues to be particularly dif-
ficult, as in the previous finan-
cial year, Air France

has managed to achieve good
results. What do you put this
down to?

As you mentioned, our sector has not
been spared over the last three years,
with a series of crises that have clouded
over our usual bearings. Our industry is
struggling to get back onits feet again in
an economy that has not yet fully reco-
vered from the geopolitical fallout from
September 11 or the crises linked to the
war in Irag and the SARS epidemic.
Today, the European air transport indus-
try Is seeing its traffic return to the levels
of summer 2001, but two and a half
years of growth have been lost and we
cannot say that the upturn in traffic
reflects a real recovery in economic
growth,

Against this backdrop, the Company’s
results are satisfactory. They reflect
our strategy for profitable growth, which
is based on three-year plans to drive
down costs, accompanied by measures
to adapt to prevailing circumstances.
These measures have enabled us to off-
set the increase in nuMerous expenses,
including the additional costs for secu-
rity and insurance cover.
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Once again, these results highlight the
ability of Air France to adapt to the cycli-
cal nature of the industry, the hazards of
the general environment and the emer-
gence of new forms of competition.
They are also due in part to progress
made on our Major corporate project,
which has put change management at
the heart of our culture, with the result-
ing operational organisation and mana-
gement strategy.

The main event of this financial
year is the business combination
with KLM that you have com-
pleted successfully. Could you
outline the key issues and the
expected benefits?

The challenge is to position ourselves as
a leader, not only in Europe, but world-
wide. The number of players in the air
transport sector is shrinking. Faced with
this phenomenon, we had to achieve
the critical mass required. Our union
with KLM will produce a “giant of the
sky”, and the term is not too strong,
because together, we are now number
one worldwide in terms of revenues. It
has also paved the way for the emer-
gence of a European player with two
strong brands that will exist alongside
one another without encroaching on
each other’s territories, in the same way
as Renault and Nissan, and with a

Nnterview with the Chairman

supranational culture, like Airbus. Our
ambition is to play a leading role on the
European market, which is still too frag-
mented today, with around 250 airlines.
We expect to see various benefits: as |
was saying, we are going to achieve the
critical mass needed to meet the high
capital requirements of the air transport
industry. We are also going to improve
our profitability thanks to the synergies
generated: we expect to see the impact
of 385-495 million euros in savings on
operating income in 5 years' time.

It is important to specify that this oper-
ation is in line with our profitable growth
strategy. With KLM, we are going to
continue our development, further
improving our competitive strengths:
a rationalised fleet, a diverse and ba-
lanced network, a strong alliance with
our SkyTeam partners, and our hubs at
Paris-CDG and Schiphol, which will
dovetail effectively, enabling us to achieve
further improvements in parformance.

You mentioned the comple-
mentary nature of the two
hubs. What other points do
Air France and KLM have
in common?

First, a set of common values and a
shared vision of our business. It was, |
believe, the basic premise behind this
union! We are also complementary in




terms of our business models and the
segmentation of our activities, our global
ambitions and our experience of com-
mercial alliances, our geographical pro-
ximity and our networks that combine
perfectly.

All of these points in common represent
favourable conditions for the success of
our Group. it is now up to all our
employees to make this ambition a rea-
lity through their dedication. And | have
total confidence on this point, because
we wanted to bring our employees
together as far upstream as possible
and involve them throughout the
process. Indeed, they have already
demonstrated their commitment.

What are the benefits of this
business combination for
customers?

Our customers are also going to bene-
fit from the complementary characteris-
tics of the two companies: thanks to the
harmonisation of our networks and pric-
ing policies, they will have a broader and
more competitive offering, with more
flights and more destinations. The con-

nections at the Paris-CDG and Schiphol
hubs are also going to become more
fluid. Lastly, we are going to merge our
frequent flyer programs, giving an even
more attractive product.

tive, we are looking at how to integrate
new members in order 1o meet the major
challenges represented by Eastern
Europe and China.

In this structure, how is the
SkyTeam alliance going to
change?

By moving up from 4th to 2nd in the
world rankings, and from a 12% market
share to 21%, This the arrival of KLM and
its two US partners, Northwest and
Continentall This is going to restructure
the global landscape around three large
alliance systems: Star Alliance, SkyTeam
and Oneworld, which account for nearly
two-thirds of world traffic.

This move represents an important step,
since It strengthens our role in the con-
solidation of the sector. Allances are
essential: accelerating growth and serv-
ing as shock absorbers during crises;
they are key to the reconstruction of the
air transport sector.

And the story does not end there. Indeed
far from it: even if we are still aiming for
qualitative growth rather than quantita-

Air France’s objective is to “build
the loyalty of its customers’.
What is this loyalty based on
today? And how are you
adapting to deal with the new
practices that are emerging at
low-cost airlines?

What our customers are looking for
today is clearly more comfort, more flu-
idity, more personalization, still with
strong requirements in terms of safety,
which is the minimum that we can offer
them. To meet these expectations, we
need to innovate constantly, with new
products and services. We are doing so
in arange of fields, as shown by the New
Air France Travel Concept, introducing a
previously unseen level of comfort for our
first class travellers; or even the e-ticket
and advance check-in service, which har-
ness communication and information
technologies to save time for our cus-
tomers. On another level, the success of
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the Shuttle confirms the relevance of an
innovative product, making air travel as
easy as taking the train.

With regard to low-cost airlines, Air
France’s position from the outset has
been 1o say “each to their own”, | think
that the low-costs correspond to a nor-
mal development of our activity-provided
that the carriers are able to offer a differ-
ent product for consumers, but an
acceptable and even good quality pro-
duct in many cases, and that they adhere
to a certain number of rules.

Moreover, the development of this model
has had a positive impact, since it has
opened up a new customer base, with
people who did not fly before and are dis-
covering the bengfits of air transport in
terms of saving them time.

However, the low-cost model cannot be
the only one for air transport.

Low-costs cover only a small part of the
alr transport segment, which is direct
point-to-point tramsport between cities in
France or Europe. Long-haul services will
never be covered by low-cost providers.

What are the consequences
of the collapse of Terminal 2E
for Air France?

The coliapse of Terminal 2E marked the
beginning of the 2004-05 financial year
tragically. A number of families were
affected, losing a close friend or relative:
we share in their sorrow.

Looking beyond the human issues, |
would like to pay homage to our teams
at the hub, who showed commendable
courage, professionalism and solidarity.
Thanks to their dedication, we were able
to redeploy 92 flights, and guarantee the
service for our passengers. The pro-
blems linked to this event should not be
underestimated or exaggerated: the
interruption of operations at Terminal 2E
is going to make our job harder for an
indeterminate period. Over the longer
term, this does not in any way call into
guestion our ambitions for growth, for
which Terminal 2E is a key element.

To conclude, let’s look at next
year: what can you tell us about
the programme to improve per-
formance?

We are going to launch a new three-year
plan-Compétitivité Major 2007-which
aims to achieve cost savings of up to 600
million by the third year, representing a
6% improvement in our unit costs.

By constantly seeking to improve our
productivity, we will ensure the success
of the AF-KLM Group for the benefit of
our customers, employees and share-
holders.

Jean-Cyril Spinetta







Key figures

Revenues Revenue bl’eakdown Breakdown of operating
in euro billi 7 A . .
fin euro bilions) by business activity income by business
(in %) (in %)
1053 1269
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36%
o o« oy
o (= (=)
5‘ 8' 8‘ OPasengers O Maintenance OPasengers < Maintenance
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Reflecting negative exchange With 83% of revenues, pas- Out of 139 miliion euros in
rate fluctuations (4%), senger activity represents the operating income, Air France
revenues are down 2.8% Air France Group’s core busi- accounted for 108 million
to 12.34 billion euros. ness. euros and the regional

subsidiaries 18 million euros.

Annual performance in line with forecasts i

The 2003-04 financial year was marked by a difficult international and
economic environment in light of the Asian health crisis and major
disruptions in air traffic control in France. While the high level of the euro
has weighed heavily on revenues, it has nevertheless made it possible to
offset rising oil prices.

The strict cost control policy rolled out under the three-year plan, e
combined with short-term measures implemented over the course of the AR FRANCE
year to adapt to prevailing circumstances, enabled the Air France Group —ay7/
to end the year with an operating and net consolidated profit for the
seventh year running.
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Group net income, Investment Net debt/equity ratio
{in euro millions) {in euro billions)
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> Net indebtedness < Net debt/equity ratio
(in euro billions) {in %)
Despite a difficult context, net Investments in flight equipment Despite three years of major
income after minority interests totalled 822 million eurcs and crises in the air transport
came to a total of 93 million 357 million euros in ground industry, the Group managed
euros. investments. to improve its net debt/equity
ratio.

- z
! In EUR mittions N
; 2004 2003 Change
- | Revenues 12,337 12,687 -2.8%
) Gross operating income before aircraft operating lease charges 1,776 1992 -10.8%
’ Operating income before aircraft disposals 132 162 -18.5%
. | Operating income 139 192 -27.6%
[ Net financial charges (60) (85) -29.4%
| Tax () @ 13 s |
. Net income after minority interests 93 120 -22.5% [
! J
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Board of Directors

Corporate governance

as at 24 June 2004

The capital increase, following the successful completion of
the public exchange offer proposed by Air France on KLM
shares, which ended on 3 May 2004, resulted in the privati-
zation of the Company. A notice was therefore published in
the Official Gazette (Journal Officiel/ on 29 May 2004
announcing the transfer of the majority of Air France’s capital
to the private sector as of 6 May 2004, Pursuant to the
French law of 9 April 2003 concerning air transport compa-

Composition of the Board of Directors

nies and notably Air France in connection with the transfer of
the Company to the private sector, the directors in post on
the date of the transfer, with the exception of those repre-
senting employees, were to remain in their positions until the
Annual General Meeting convened to appoint the new direc-
tors. This meeting was convened on 24 June 2004 and
followed by a meeting of the Board of Directors, which
renewed the terms of office for Board members.

As at 24 June 2004, the Board of Directors comprised 26 members:

=> 10 representing shareholders other than the French state
and employess;

=D representing the French state;

=D representing employee shareholders appointed at the
General Shareholders’ Meeting as proposed by sections of
employee shareholders;

Jean-Cyril Spinetta

Chairman of the Board of Directors

« First appointed: 23 September 1997.

¢ Current term of office expires at the end of the Annual General
Meeting held to approve the financial statements for the finan-
cial year ending 31 March 2010.

¢ Other directorships: Director of Alitalia, permanent representa-
tive of Ar France on the Board of Directors of Monde
Entreprises, Chairman of the Management Board of the
International Air Transport Association (|ATA).

e Born 4 October 1943, Mr Spinetta graduated from the Institut
des Sciences Poltiques in Paris and attended the Ecole
Nationale d’Administration,

111

=D 6 representing employees, including:
e 1 elected by flight deck crew;
* 1 elected by cabin crew;
* 4 clected by other employees, including a representative
of managerial staff.

Lec M. van Wijk

Vice-Chairman of the Board of Directors

Chairman of the Management Board of KLM

¢ First appointed: 24 June 2004.

e Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2010.

¢ Other directorships: Director of Northwest Airlines, member
of the Supervisory Board of Martinair, Aegon N.V.,
Randstad Holding N.V., Kennemer Gasthuis, the Dutch
Tourist Board and member of the Consuftative Committee
of ABN AMRO holding.

e Born 18 October 1946, Mr. van Wik, a Dutch national,
holds a Masters in Economic Science.




Patricia Barbizet

Chief Executive Officer of Artémis

e First appointed: 3 January 2003.

e Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2010.

¢ Other directorships: Chairman of the Supervisory Board of
Pinault-Printemps-Redoute, Chairman of the Board of
Christie’s International plc., Director of Bouygues and TFI.

e Born 17 April 1955, Mrs Barbizet graduated from the
Ecole Supérieure de Commerce in Paris.

Jean-Francois Dehecq

Chairman and Chief Executive Officer of Sanofi-Synthelabo

» First appointed: 25 January 1995.

e Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2008.

e Other directorships: Director of Pechiney.

e Born 1 January 1940, Mr. Dehecg graduated from the
Ecole Nationale des Arts et Métiers.

Willem F. Duisenberg

« First appointed: 24 June 2004

e Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2010.

¢ Other directorships: member of the Supervisory Board of
Rabobank.

e Born 9 July 1935, Mr Duisenberg, a Dutch national, was
previously Chairman of the European Central Bank.

Jean-Marc Espalioux

Chairman of the Management Board of the Accor Group

e First appointed: 13 September 2001.

e Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements for
the financial year ending 31 March 2010.

e Other directorships: Member of the Supervisory Board of
Veolia Environnement and Censor on the Board of Directors
of Caisses d’Epargne.

¢ Born 18 March 1952, Mr Espalioux graduated from the
Institut des Sciences Politiques in Paris and attended the
Ecole Nationale d’Administration.

Cornelis J. A. van Lede

s First appointed: 24 June 2004.

» Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2010.

e Other directorships: Director of Nederlandsche Bank
N.V.,, Heineken N.V., Sara Lee/DE and Sara Lee Cor,
Akzo Nobel N.V.

e Born 21 November 1942, Mr van Lede, a Dutch national,
was Chairman of the Management Board of Akzo Nobel.

Floris A. Maljers

e First appointed: 24 June 2004,

e Current term of office expires at the end of the Annual
General Mesting held to approve the financial statements
for the financial year ending March 31, 2010.

o Other directorships: Director of SHV NV, Koninklijke
Vendex KBB N.V., BP ple.

e Born 12 August 1936, Mr Majlers, a Dutch national, was
Chairman of Unilever N.V.

Pierre Richard

Managing Director of Dexia

e First appointed: 20 October 1997,

e Current term of office expires at the end of the Annual
General Mesting held to approve the financial statements
for the financial year ending 31 March 2010.

o Other directorships: Chairman of the Supervisory Board of
Dexia Crédit Local, Vice-Chairman of the Board of
Directors of Dexia Banque Belgique and Dexia Bangue
Internationale in Luxembourg. Director of Crédit du Nord,
the European Investment Bank, Le Monde newspaper and
Generali France Holding.

e Born 9 March 1941, Mr Richard attended the Ecole
Polytechnique.

Corporate governance
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' Corporate govermnance

Directors representing the French State

Michel Delahousse

Inspector of Public Finances, French Ministry of the

Economy, Finance and Industry

e First appointed: 24 June 2004.

e Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2010.

e Other directorships: None.

e Born 30 November 1937, Mr Delahousse graduated from
the Institut des Sciences Politiques in Paris and attended
the Ecole Nationale d’Administration.

Pierre-Mathieu Duhamel

Director of Budget, French Ministry of the Economy, Finance

and Industry

e First appointed: 15 January 2003.

e Current term of office expires at the end of the Annual
General Meeting held 1o approve the financial statements
for the financial year ending 31 March 2010.

e Other directorships: Director of France Telecom SA, EDF
and SNCF.

e Born 17 November 1956, Mr Duhamel graduated from the
Institut des Sciences Politiques in Paris and attended the
Ecole Nationale d’Administration.

Bruno Fareniaux

Director of Tourism

* Censor until the Annual General Meeting on 14 September
2001,

e First appointed: 13 September 2001.

e Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2010.

* Born 9 October 1855, Mr Fareniaux has a DESS post-
graduate qualification in Corporate Finance and
Administration and a Masters in Development.

Jean-Louis Girodolle

Deputy-Director at the French Treasury

Agency for government iequity interests (Agence des partici-

pations de I'Etat)

e First appointed: 24 June 2004.

e Current term of office expires at the end of the Annual
General Mesting held to approve the financial statements for
the financial year ending 31 March 2010.

e Other directorships: Director of Renault, RATP, Autoroutes
du Sud de la France and Aéroport de Paris

o Born 2 August 1968, Mr Girodolle graduated from the
Institut des Sciences Politiques in Paris and attended the
Ecole Nationale d’Administration.
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Claude Gressier

Chairman of the financial affairs section

General Counsel for Public Works Infrastructure

* First appointed: 24 June 2004,

* Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 201.

* Other directorships: None.

* Born 2 July 1843, Mr Gressier graduated from the Institut
des Sciences Politiques in Paris, gualified as a Public
Works Engineer and attended the Ecole Polytechnique.

Michel Guyard

Head of the Inspectorate General of Civil Aviation and
Metecrology

» First appointed: 13 September 2001

* Current term of office expires at the end of the Annual General
Meeting held to approve the financial statements for the finan-
cial year ending 31 March 2010

» Other directorships: Director of Aéroports de Paris

* Born 23 September 1940, Mr. Guyard attended the Ecole
Polytechnique.

Yves Lambert

First appointed: 24 June 2004

¢ Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2010

* Other directorships: None

*Born 4 June 1936, Mr. Lambert attended the Ecole
Polytechnigue.

Denis Samuel-Lajeunesse

Chief Executive Officer of the French agency for government
equity interests

¢ First appointed: 18 November 2003

* Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2010

» Other directorships: Director of France Telecom and Thales

* Born 14 March 1948, Mr. Samuel-Lajeunesse attended the
Ecole Nationale d'Administration.




Directors representing employee shareholders

Christian Magne

Ground staff and cabin crew representative

e First appointed: 14 September 2001,

e Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 20086.

* Born 20 August 1952, Mr Magne is a financial manager.

Directors representing employees

Hugues Gendre

* First appointed: 14 September 2001,

e Current term of office expires at the end of the Annual
General Meeting held t0 approve the financial statements
for the financial year ending 31 March 2006.

* Born 30 August 1949, Mr Gendre is a flight captain.

Paul Laprévote

* First appointed: 22 June 1989.

e Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2008.

*«Born 12 January 1946, Mr Laprévote is an Executive
Manager.

Daniel Mackay

s First appointed: 2 October 1997.

e Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2006.

» Born 4 October 1952, Mr Mackay is a Supervisor.

Secretary General of the Works Council

José Rocamora

Changes to the Board since 24 June 2004

At the meeting on 19 July 2004, the Board of Directors appointed
Mr Giancario Cimali to replace Mr Francesco Mengozzi.

Christian Paris

Employee shareholder representative for flight deck crew

e First appointed: 14 September 2001

e Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2006

e Born 8 February 1954, Mr. Paris is a flight captain.

Marie Ramon

e First appointed: 1 August 2002

o Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2006

e Born 30 August 1960, Mrs. Ramon is a member of the
cabin crew.

Pascal Mathieu

e First appointed: 2 June 1999

o Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2006

e Born 28 November 1958, Mr. Mathieu is a Senior Manager.

Yvon Touil

s First appointed: 2 October 1997

e Current term of office expires at the end of the Annual
General Meeting held to approve the financial statements
for the financial year ending 31 March 2006

e Born 12 February 1950, Mr. Touil is an Executive Manager.

Secretary

Jean-Marc Bardy
Chief Legal Officer

Mr. Cimoli has been Chairman of Alitalia since March 2004. Born
in 1939, he graduated from the Polytechnic Institute of Milan.

Corporate governance 11




f Corporate governance

Board of Directors

as at 31 March 2004

Composition of the Board of Directors

As at 31 March 2004, the Board of Directors comprised

21 members, pursuant to the provisions of the Civil

Aviation Code:

= 6 representatives of the French state appointed by
decree;

= 5 "qualified individuals” chosen on account of their
specific skills and appointed by decres;

= 2 representatives of shareholders other than the
French state and employees, appointed at the General
Shareholders’ Meeting;

Chairman of the Board
Jean-Cyril Spinetta
(see page 8)

Directors representing the French State

Jean-Pierre Aubert

Chairman of the Board of Directors of CDR

* First appointed: 13 September 2001,

¢ Current term of office t0 expire: 14 September 2006.

e Other directorships: Permanent Representative of CDR
on the Board of Directors of Exane.

¢ Born 11 September 1942, Mr Aubert is a Doctor of Law
and graduated from the Institut des Sciences Politiques
in Paris.

Pierre-Mathieu Duhamel (see page 70)

Brunc Fareniaux (see page 10)

LR

=> 2 representatives of employee shareholders appointed
at the General Shareholders’ Meeting as proposed by
sections of employee shareholders;

= 6 employee representatives, including:
* 1 elected by flight deck crew;
¢ 1 elected by cabin crew;
* 4 elected by other employees, including a represen-

tative of managerial staff.

Michel Guyard (see page 70)
Denis Samuel-Lajeunesse (see page 10)

Gilles Ricono

Chairman of the General Counsel for The Ponts et Chaussées,

Section One

* First appointed: 13 September 2001.

e Current term of office to expire: 14 September 20086.

* Born 7 May 1947, Mr Ricono graduated from the Ecole
Nationale des Travaux Publics and the Ecole Nationale des
Ponts et Chaussés.




Directors appointed for their expertise
Jean-Cyril Spinetta (see page 8)

Patricia Barbizet (see page 9)

Jean-Marc Espalioux (see page 9)

Francesco Mengozzi (until 7 March 2004)

s First appointed: 25 March 2002.

* Current term of office to expire: 14 September 2006.
*Born 5 January 1949, Mr Mengozzi was previously

Managing Director of Alitalia.

Representatives of shareholders other than
the French State and employees

Jean-Francois Dehecq (see page 9)

Pierre Richard (see page 9)

Directors representing empioyee sharechoiders
Christian Magne (see page 11)

Christian Paris (see page 17)

Directors representing empioyees
Hugues Gendre (see page 11)

Paul Laprévote (see page 11}

Daniel Mackay (see page 71)

Pascal Mathieu (see page 77)

Marie Ramon (see page 11)

Yvon Touil (see page 11)

Pierre Weilt

Chairman of the Supervisory Board of Taylor Nefson Sofres

e First appointed: 20 October 1997,

e Current term of office to expire: 14 September 2008.

o Other directorships: Chairman of Intersearch.

e Born 3 April 1936, Mr Weilll graduated from the Institut des
Sciences Politiques in Paris.

Government Commissioners

Michel Wachenheim

Government Commissioner

General Director of Civil Aviation

Danielle Benadon

Deputy Government Commissioner

Director of Air Transport

Civil Aviation Authority

Economic and financial review panel
Jean Peyrot

Head of economic and financial review panel

Secretary General of the Works Council

José Rocamora
Secretary

Jean-Marc Bardy
Chief Legal Officer

Corporate governance
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l Corporate govermnance

Organisation and operation of the
Board of Directors

Foliowing the transfer of the majority
of the capital to the public sector, Air
France is subject to French corporate
law. As such, the Chairman must be
appointed by the Board of Directors,
At the meeting on 24 June 2004, the
Board of Directors voted not to sepa-
rate the functions of the Chairman and
Chief Executive Officer.

The only restrictions applying to the
powers of the Chairman and Chief
Executive Officer were introduced as a
result of the statutory provisions which
stipulate that the Chief Executive Officer
must submit decisions an the following
issues for the prior approval of the Board
of Directors:

® any transaction to acquire, divest or
subscribe to securities in excess of ten
million euros per transaction, or for an
amount below this threshold when the
value of the securities acquired or sold
off, combined with the debt taken on
by the Company, comes to over twenty
million euros;

* irrespective of the amount, any trans-
action to sell off an equity interest
resulting in the loss of a blocking
minority interest.

Directors are appointed for a six-year
period of office. The minimum number
of shares to be held by directors has

Committees
The Audit Committee

Set up in 1999, the Audit Committee is
made up of six directors. During the
2003-04 financial year, the structure of
the committee was as follows: Jean-

R~

been set at 10, other than for directors
appointed to represent the French
State, employees and employee share-
holders.

In addition to the legal and statutory
provisions, the Board of Directors is
governed by a Directors’ Charter in
accordance with the rules of good
governance presented in the 2002
AFEP-MEDEF reports. This Charter
defines the duties and obligations of
Directors, notably for rules on disclo-
sure and the conditions for access to
the Executive Committee, Directors’
obligations on confidentiality issues,
attendance, conflicts of interest and
trading in the Company's stock, as
well as the matters to be decided on
by the Board.

The roles of the four specialised
committees on the Board are defined
in a bylaw: the Audit Committee, the
Strategy Committee, the Compensation
Committee and the Appointments
Committee. This year, the Board of
Directors adopted a code of ethics
with obligations for Directors on the
trading of securities.

During the 2003-04 financial year, the
Board of Directors met ten times. On
average, Board meetings lasted for
four and a half hours. The attendance
rate for directors was 86% (85% in
2002-03). The high number of meetings

Francois Dehecg (Committee Chairman),
Pierre-Mathieu Duhamel, Pierre Richard,
and three directors elected by
employees. The directors representing

reflects the Company’s commitment to
having directors closely involved in the
business combination with KLM. As
such, several meetings, some of which
were attended by the Company’s
advisers, focused on preparing for and
then implementing this operation.

In addition to the major operation
represented by the public exchange
offer on KLM shares and the perfor-
mance of its missions pursuant to the
legislative or statutory provisions, the
Board oversaw a number of key pro-
jects relative to the Company’s busi-
ness and was informed of the situation
in some of the Group’s subsidiaries.

Durind the 2003-04 financial year, the
Board of Directors did not undertake a
review of its activities given the specific
legislation applicable to a state-owned
company.

employees and employee shareholders
rotate every six months, with one
person to represent flight deck crew
and two to represent ground staff




and/or cabin crew. The meetings are
also attended by the Chief Financial
Officer, the Head of Accounting, the
Secretary of the Board of Directors, the
Statutory Auditors and, f necessary,
the Head of Internal Audit.

Since 24 June 2004, the committee
has been made up of: Jean-Frangois
Dehecg, Hugues Gendre, Floris
Maljers, Pierre Richard and Denis
Samuel-Lajeunesse. Two directors
representing employees are also
members and rotate every six months.
The committee has been tasked to

The Strategy Committee

Set up in 1999, the Strategy Committee
is made up of eight directors. During
the 2003-04 financial year, the struc-
ture of the committee was as follows:
Jean-Cyril Spinetta (Committee Chairman),
Patricia Barbizet, Michel Guyard, Denis
Samuel-Lajeunesse, Christian Paris,
Hugues Gendre representing flight
deck crew and two directors elected by
employees. The directors appointed to
represent ground staff and/or cabin
crew and employee shareholders rotate
every six months. Since 24 June 2004,
the committee has been made up of:

review the consolidated financial state-
ments, the main financial risks, the
results of internal audits, the work
programme, and the conclusions and
recommendations of the statutory
auditors. It must also ensure the quality
of procedures enabling compliance
with stock market regulations.

The Audit Committee met on 1 April, 5
May, 12 November and 23 December
2003, with an attendance rate of
87.5%. At these meetings, it reviewed
the annual financial statements for the
year ended 31 March 2003 and

Jean-Cyril Spinetta, Patricia Barbizet,
Hugues Gendre, Miche!l Guyard, Christian
Paris, Denis Samuel-Lajeunesse and Leo
van Wik. Two directors representing
employees are also members and rotate
every six months.

The Committee has been tasked to
review the strategies for the Group's
business, changes in the structure of
its fleet or subsidiaries, the acquisition
or disposal of aeronautical and non-
aeronautical assets, and the air trans-
port sub-contracting and alliances palicy.

The Compensation Committee

Set up by the Board of Directors at the
meeting on 17 September 2001, this
committee was made up of three direc-
tors during the 2003-04 financial year:
Jean-Marc  Espalioux  (Committee
Chairman), Jean-Pierre Aubert and
Pierre Weill. One of its missions is to
submit proposals for the level of and

changes to the compensation of the
Chairman and Chief Executive Officer. It
may also be called upon to give an
opinion on the compensation of
managing directors who are members of
the Executive Committee, as well as on
the policy adopted for stock subscription
cr purchase option plans. It met on

Corporate governance

the half-year financial statements to
30 September 2003. Furthermaore, one
meeting focused on prevention and
flight safety, the insurance policy and a
review of the synopsis of internal audit
work. Another meeting locked at the
process for converting the Company’s
accounts in order to bring them into
line with US GAAP when Air France
was listed on the New York Stock
Exchange, and covered the action plan
for internal control.

The meetings are also attended by the
Chief Operating Officer, the Chief
Financial Officer and the Secretary of
the Board of Directors.

It met on 21 January 2004 with an atten-
dance rate of 87.5%. The Committee
reviewed the project to develop the
short and medium-haul product.

19 June and 11 September 2003, with
an attendance rate of 100%.

Since 24 June 2004, the committee has
been made up of: Jean-Marc Espalioux,
Cornelis van Lede and Pierre Richard,

[ i




| Corporate governance

The Appointments Committee

In connection with the Company’s
privatisation, the rules for appointing
directors and corporate officers, and in
accordance with the agreements
concluded with KLM, the Company
decided to set up an Appointments
Committee. The Board of Directors

Compensation

Compensation for directors

Directors were not paid any fees for
attending meetings, and members of
the Audit, Strategy and Compensation
Committees did not receive any special
financial compensation for their activi-
ties in the 2003-04 financial year.

At the Annual General Meeting on
24 June 2004, a total of 800,000 euros
was allocated to the members of the
Board of Directors for attendance fees
as of the 2004-05 financial year.

adopted the articles of association for
this committee on 4 March 2004, It is
made up of three members: Jean-Marc
Espalioux (Committee Chairman),
Jean-Pierre Aubert and Pierre Weill,
with Patricia Barbizet as a replacement
membaer,

Since 24 June 2004, the Committee
has been made up of: Jean-Marc
Espalioux, Patricia Barbizet, and Jean-
Francois Dehecq as replacement
member.

In euros Fixed compensation  Variable compensation*
Director 12,000 12,000

Committee Chairman -

e Audit Committee 10,000

e Other committees 7,000

Committee member

e Audit Committee 6,000

e Other committees 4,000

The variable part of the attendance fees is based on the actual attendance of members at the
meetings of the Board of Directors and General Shareholders’ Meetings.

Compensation for Corporate officers and representatives

In 2001, the Compensation Committee
submitted the following proposal for the
compensation structure of the Chairman
and Chief Executive Officer to the Board
of Directors, which accepted the
Committee’s recommendation:
e Basic annual compensation of
260,000 euros as of 1 January 2002;
* An objective-based bonus of up to
60% of the basic compensation, with
50% linked to changes in EBITDAR
and net income over the last three

financial years, and 50% to achieve-
ment of the strategic objectives
(market share, economic balance,
customer and shareholder satisfac-
tion}.

The total compensation paid by Air
France to Jean-Cyril Spinetta, the
Chairman and Chief Executive Officer,
during the 2003-04 financial year came
to 382,200 euros (348,514 euros in
2002-03), including a bonus of 117,000

Compensation for Company managers

The compensation of members of the
Executive Committee presented here-
after includes a variable portion linked 1o
the achievement of objectives.

The total amount of compensation paid
to the members of the Executive

[

Committee for the 2003-04 financial year
came to 3.6 milion eurcs (3.4 million
euros in 2002-03), of which the ten
highest-paid members accounted for
2.7 milion (2.5 million in 2002-03).

Furthermore, it was decided that a
pension scheme would be set up for 35

euros for the previous financial year.
The powers granted to Pierre-Henri
Gourgeon, Philippe Calavia and Auguste
Gayte as at 31 March 2004 are not
deemed 1o be eguivalent to the powers
held by the following corporate officers:
the Chief Executive Officer as per Article
L.225-51-1 Paragraph 1 of the French
Commercial Code (Code de Commerce)
and Deputy Chief Executive Officers as
per Article L.225-53 Paragraph 1 of the
Commercial Code.

Company managers and  senior
managers, providing a pension of 35 to
40% of their average earnings over the
last three vears' work.

The Company does not have a stock
option scheme for managing executives.



Executive Committee

The 13-member Executive Committee is a consultative and decision-making
body. It is involved in drawing up the Group's strategy and key goals, and meets
on a weekly basis.

<

{1 Jean-Cyril Spinetta

Chairman and Chief Executive
Officer

Juined the Company in 1997

(® Alain Bassil
Executive Vice President
Industrial Logistics

Joined the Company in 1980

(D Bruno Matheu
Executive Vice President
Marketing and Network
Management

Joined the Company in 1992

@ Pierre-Henri Gourgeon

Chief Operating Officer
Joined the Company in 1893

@ Christian Boireau
Executive Vice President
French Commercial Affairs
Joined the Company in 1988

@ Jacques Pichot
Secretary General
Joined the Company in 1998

) Philippe Calavia
Deputy Chief Executive Officer,
Finance

Joined the Company in 1998

Marc Boudier
Executive Vice President

Air France Cargo

Joined the Company in 1994

@3 Gilbert Rovetto
Executive Vice President
Flight Operations

Joined the Company in 1993

@ Auguste Gayte
Chief Coordination Officer
Joined the Company in 1996

(® Jean-Frangois Colin
Executive Vice President
Employee Policy

Joined the Company in 2003

({® Frangois Brousse
Vice President Corporate
Communications —
attends the meetings

Corporate governance

(® Patrick Alexandre
Executive Vice President
International Commercial Affairs
Joined the Company in 1982

Pascal de Izaguirre
Executive Vice President
Ground Operations

Joined the Company in 1992

IS



Being a shareholder

i B o

Regular, comprehensive
information

Your contacts Your committee

=> A dedicated toll-free number => A postal address = The principle

Your “Shareholders Online” club

within France: 0800 320 310 Air France A 15-member shareholder consul-
from Monday to Friday, 10:30 am to Shareholder Relations tative committee was set up in
12:30 pm, and 2:30 pm to 5:30 pm. DB-AC 2000 to help the Company

If you are calling from outside
France or from French overseas
territories, dial; +33 1 41 56 88 85.

A website
www.airfrance-finance.com
with a dedicated section for the
Group’s shareholders.

45, rue de Paris
85 747 Roissy CDG Cedex, France

Publications

On request by simply calling
+33(0) 1 41 56 88 85 (annual
report, sustainable development
and environment report, employee
report, press releases).

improve its financial communica-
tions. It was reappointed during
the course of the 2003-04 finan-
cial year. On average, it mests four
times a year and works on various
projects including the Internet site,
the annual report and the letter to
shareholders. The consultative
committee has a dedicated mail-
box and section on the website.

= The principle the French Federation of Investment Shareholder diary
First and foremost, information. It is Clubs (Fédération francaise des Clubs
reserved for shareholders, without d’Investissement) and Euronext. Proposed schedule for publications
any minimum ownership criteria. for the Air France-KLM Group for
Site visits the 2004-05 financial year:
=> A quarterly newsletter Numerous visits were organised
“Correspondances d’Air France”, at our main sites in Paris and » Around the 7th of each month
which you can receive by emalil elsewhere in France: the Roissy traffic figures
or by post. To receive a copy, call hub and the personnel’s facilities
0800 320 310 from France or BEPN (Batiment d'Exercices du * 2 September 2004
+33 1 41 56 88 85 from outside Personnel Navigant), Orly, first-quarter results
France. maintenance, cargo, regional
destinations, etc. » 24 November 2004
=> Invitations These visits are designed to enable first-half results
To get to know your company better, you 1o take a look at our activity
you are invited to information mee- behind the scenes. o 17 February 2005
tings held in the various regions of third-quarter results
France. Special offers and partnerships
This year, Air France met sharehold- The Air France museum has spe- * 19 May 2005
ers in Marseilles and Montpeliier, with cial openings for shareholders and annual results
further meetings scheduled in Toulon invitations are also reserved for
and Nancy in conjunction with the Le Bourget Airshow, the Tour de
sessions organised by the Investment France Aérien and the Air and
Forum (Forum de ['Investissement), Space Museum (Musée de I'Air
the French financial journal investir, et de I'Espace).

&
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Breakdown of
share capital

At 31 March 2004 (n %)

Air France

< French state

< Float

<> Employees
OTreasury stock

NMumber of shares:
219.8 million

Market capitalisation
at 31 March 2004:

3.2 billion

At 30 June 2004 (in %)

Air France-KLM

{French state
< Float

< Employees

< Treasury stock

Mumber of shares:
289.4 million

Market capitafisation
at 30 June 2004:

3.8 Dbillion




Stock market

Euronext Pa‘ri‘s;lsremieii' Marché
since 22 February 1999

= ISIN code - shares: FR0000031122
<> ISIN code ~ warrants: FR0010068965
<> Reuters code: AIRF.PA -

Euronext Amsterdam ..
and New York Stock. Exchange
since 5 May 2004 ‘

Euronext Amsterdam.. . .
=> ISIN codes: as for Euronext Paris
=> Reuters code: AIRF.AS

New York Stock Exchange.(NYSE)- -
<> Symbol: AKH and AKH WS

Included in the following indexes

<> SBF 120 i

<> Euronext 100\ '
= DJ Stoxx 600 ... .
= DJ Eurostoxx ;

<> ASPI Eurozone

The Arese Sustainable Perfonnance Index (ASPI)
is an ethical stock market index that reports on
the market performances of selected European
companies based. ‘on-social‘responsibi[ity criteria.

Your shares:

You may hold bearer or registered shares.

If you want to hold 'your shares in pure registered

form, call +33 (0) 800-320 310.
If your shares are aiready registered-and

you would:like to receive furtherinformation:
call the Nomilia voice server on +33 (0) 825 820000

or visit the Nominet website.

Share and coupon paymefht‘se'ryices are provided
over the counter at branches of Société Générale,

29 mia iy Chamn Ae Tir.- BP 81998 .

- '4‘. - - . - . N -’ - - - . .V . . .’ l‘-‘ . . .




(Base 100 at 19 February 1999)
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Alr France has set up a system for regular communications with its shareholders.
Every month, the Company publishes traffic figures and every quarter, it reports
on its eamings.

Air France listed on three markets

The newly issued shares and share
subscription or stock purchase war-
rants created to compensate KLM's
shareholders under the terms of the
offer, have been listed on the stock
markets in Paris, Amsterdam and New
York (as ADRs and ADWs respectively)
since 5 May 2004. Maturing in
3.5 years from 6 May 2004, the war-
rants and ADWs may be exercised
after 6 November 2005.

Since itis listed in the United States, Air France
is required to file a document (Form 20-F) with
the SEC within six months of the end of its

financial year, presenting its financial state-

ments in accordance with US standards.

A reconciliation document presenting the
French and US standards is made availabie to
shareholders when the document is filed with
the American authorities. The document (Form
20-F) may be consuited on the site of the SEC

The French State as

a shareholder

Pursuant tc the French Decree of 30
October 1935, amended by Law
2001-420 of 16 May 2001, the French

Earnings per share

(www.sec.gov) and the reconciliation docu-
ment is available on the Air France site
(www.airfrance-finance.com) or on request by
calling +33 (0) 1 41 56 88 85.

State has a number of seats on the
Board of Directors in proportion tc the
percentage of capital held.

N
At 31 March 2004
Weighted number of shares 219,780,887
Earnings per share (euros) 0.43
Dividend {euros) 0.05

2003 2002
219,780,887 219,780,887
0.55 0.70
0.06 0.10

Alr transport index
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Alr France-KLM
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Birth of an

Alr France-KLM

European leader

In line with a simple concept - “one
group, two airlines” - to respect their
identities, brands and cultures while
sharing earnings, this operation was
packed by the employees and partners
of the two companies as well as their
shareholders. On 21 May 2004, the
exchange operation was completed
successfully, with Arr France owning
96.3% of the ordinary securities of KLM.

The strategic value of this operation is
based on three key factors: the change in
the European economic and regulatory
environment for the air transport sector,
the complementary characteristics of the
two companies, and the level of synergies
that it should be possible to generate
thanks to these complementarities.

AIR FRANCE
y = ) Vavd

Changes in the European environment driving consolidation

The creation of a single market in 1993,
with 400 million citizens, should have led
to the creation of airlines in line with the
size of this market. However, the regula-
tory framework for the industry, which
imposed nationality principles, curbed the
consolidation of the sector by preventing
companies operating international net-
works from joining forces. This resulted in
a fragmentation of the sector into a very
large number of companies, to the detri-
ment of their profitability. Over the last two

N

years, various changes have been made
to the regulatory framework. Foliowing
the ruling by the European Court of
Justice in November 2002, the European
Transport Minister authorized the
European Commission to negotiate an
open skies agreement with the United
States. This agreement, which is current-
ly under negotiation, will lead to the dis-
appearance of the nationality clause for
European airflines flying to the United
States. Its application should also lead to

changes in all of the agreements con-
cluded between European countries and
the rest of the world on this point.

Driven by this process, amplified by the
enlargement of Europe in May 2004 to
include another 500 million people with
the arrival of 10 countries from Eastern
Europe, Air France and KLM decided to
join forces and take a strategic advan-
tage in the consolidation process.




On 30 September 2003, Air France and KLM announced their plan 1o join forces
to create the number one air transport group with a public exchange offer for KLM
shares based on Air France shares.

Air France and KLM, two complementary airlines

Both of the companies have three core
businesses: passenger, cargo and
maintenance. In each business, their
strengths dovetail effectively.

With regard to passenger transport, the
two companies have developed a
common strategy based on efficient
hubs in Paris and Amsterdam, which
have enabled them to build up major
market shares in Northern Europe for
KLM and in Southern Europe for Air
France. On the markets on which their
positions are weaker, the two compa-
nies will be able to combine their com-
mercial positions and become even
more competitive.

The two airlines now offer 107 long-haul
destinations, of which only a third are
common destinations with high vo-
lumes of traffic. KLM brings 27 new
destinations to the Air France network,
while Alr France offers 43 new destina-
tions to KLM customers. The new group
covers a total of 225 destinations
around the world, operating out of two
of the four main hubs in Europe that are
based at the only airports with potential
for development.

Based on the consolidated revenues
for 2003-04, the passenger activity
represented approximately 14.5 billion
euros in revenues.

This business combination is also
going to lead to the creation of a world
and European leader in cargo, with a
critical mass on key markets and
around 2.4 bilion euros in revenues
(consolidated revenues for 2003-04).

Lastly, the two airlines are also highly
complementary in terms of mainte-
nance and, have combined their
expertise to become one of the world's
leading suppliers of maintenance ser-
vices with the ablility to meet the needs
of the leading airlines. Together, they
generated some 730 million euros in
revenues in 2003-04.

Air France-KLM

HI8



Air France-KLM

One group, two airlines

The legal structure seélected for the
new group is a simple structure
designed to guarantee the efficient
management of both airlines: a holding
company with two airline subsidiaries.

At the General Mesting on 15 September
2004, Air France’s shareholders will be
asked to vote on the creation of the
holding company, finalising the legal
structure thanks to 'the wholesale
transfer of Air France's assets and lia-
bilities to a beneficiary company. All the
assets and liabilities of Air France, with
the exception of Alitaliajand KLM secu-
rities and treasury stock, will be trans-
mitted to a subsidiary of Air France.
This contribution operation, which is

made possible by the French law of
19 July 2004, which extends the provi-
sions of the law of 9 April 2003 to cover
the contributions for the beneficiary
company, will be deemed effective as
on 1 April 2004, i.e. the first day of the
2004-05 financial year. The current
company will see its name changed
from Air France to Air France-KLM and
the new airline subsidiary will be called
Air France.

Following these operations, an Air
France-KLM holding company will be
listed in Paris, Amsterdam and New
York, comprising two subsidiaries: Air
France, which is 100% owned, and
KLM, with 96.3% of economic rights

and 49% of voting rights, then 100% of
voting rights after three years.

The Air France-KLM Group, in addition
to the legal control structures, is ma-
naged by a Strategic Committee (SMC)
in the holding company, which is
responsible for taking strategic deci-
sions notably with regard to the coordi-
nation of networks and hubs, medium-
term plans and budgets, fleet and
investment plans as well as alliances
and partnerships. However, each airline
subsidiary is responsible for its own
operational and commercial manage-
ment.

Jean-Cyril Spinetta

Chairman and Chief Executive Officer of Air France

Committee Chairman

Leo M. van Wijk

Chairman of the KLM Management Board

Philippe Calavia

Chief Financial Officer of Air France

Pierre-Henri Gourgeon

_ Strategic Management Committee (SMC)

Peter F. Hartman

Member of the Management Board

Chief Operating Officer of KLM

Bruno Matheu

Senior Vice President -~ Marketing and

Network Management for Air France

Robert A. Ruijter
Member of the KLM Management Board
Chief Financial Officer

Chief Operating Officer of Air France

1R

Cees van Woudenberg
Member of the KLM Management Board
Chief Human Resources Officer




N the Air France-KLM
business combination

30 September 2003

Air France and KLM officially
announce their business combination
based on a friendly public exchange
offer by Air France on KLM.

11 February 2004

Agreement granted by European and
American competition authorities.

29 March 2004

Green light given by the Commission
des Participations et des Transferts
for equity interests and transfers.

5 April 2004

Exchange offering launched on KLM
securities.

5 May 2004

New Group listed on the markets in
Paris, Amsterdam and New York.

15 September 2004

Holding company set up.

Air France-KLM,
One group, two airlines




Alr France-KIL M

in figures*

1 st worldwide for revenues
{st.

in Europe for market share
—=ope

3 worldwide for passenger transport -
- rawide
{revenue passenger-kilometres)

1 st worldwide for freight transport
— rrrUwide
(revenue tonne-kilometres)

€ 182 billion in revenues

Breakdown by activity: .
> Passenger 79.7%
> Cargo ‘1‘3.2% ‘
> Maintenance 4.0%

106!000 emplbyeé§ ,

66.3 million passengers
556 aircraft in operation
225 destinations, including

107 long-haul and
198 medium-haut

* Consolidated data for 2003-04




e
s e .
———

B

This organisation — one group, two
companies — aims to capitalise on all
the synergies made possible by the
complementary characteristics of the
two companies. With around 65-75
million the first year, they are expected
to rise to 220-260 milion in 2006-07
and 385-495 million in 2008-09, with
0% on cost synergies and 40% on
revenue synergies.

Most of the synergies will be generated on air
transport, driven chiefly by moves to optimise
networks and programmes, coordinate com-

mercial policies and drive down sales costs.

Clearly identified potential synergies
(in millions of euros)

385-495
300-375
225-270
110-135
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FRANGE KM
Sharehelaess! ghershelders

AIR FRANCE-KLM

Listed company

100% 96.3%
of economic rights
| 49% of voting rights

1

I
shaieholders)
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Key competitive
strengths

Over the last few years, the Air

France Group has been rolling out a

profitable growth strategy capitalising

on a number of key competitive

advantages:

=> The Paris-CDG hub, making it
possible to link the medium-haul
network with the long-haul network
of Air France and its partners;

=> A balanced network, cffering a
natural coverage of its risks;

=> A highly integrated and deve-
loping global alliance;

= A product offering in line with
customer expectations;

= while applying a strict cost man-
agement policy.

The rationalisation and flexibility of the
fleet are also central to the profitable
growth of the Group.

Thanks to this strategy, Air France has
been able to post profits for the last
seven years despite the crises expe-
rienced. Today, this is enabling the
Group to play a leading role in the
consolidation of the sector, notably
through the business combination
with KLM.

HIB

A profitable growth strategy

The Air France hub at Paris-CDG

Air France’s main hub is located at
Paris-CDG, the third-largest airport in
Europe in terms of passengers and the
first in terms of movements (2002 AIC
ranking). In nine years, the number of
weekly connections for medium-long
haul flights in less than two hours has
been multiplied by 9.1, up from 1,886
opportunities when the system was set
up in 1995 to 17,268 connections
in the summer of 2004, putting the
Air France hub way ahead of its main

compstitors (source: OAG Bandes,
14 January 2004 - week of 6
September 2004). The efficiency of the
hub is reflected in the 1.1% increase in
the rate of connections on Air France
flights, to 44.3% in the 2003-04 finan-
cial year, with a 3.5% increase in high-
contribution passengers attracted by
the speed of the connections, the fre-
quency of flights and the density of the
network (source: Air France).

CDG, the number one hub in Europe

Air France

| 17,268

Paris-CDG

Lufthansa
Frankfurt

British Airways
London-Heathrow

KLM

Amsterdam

10,574
6,142
5,687

Number of weekly connections for medium-long haul flights in less than two hours

(Source: OAG Bandes, 14 January 2004 - week of 6 September 2004)




Alr France has been rolling out a growth strategy capitalising on four key
competitive advantages: the Paris-CDG hub, a balanced network, a global
alliance and an innovative range of products. This strategy has proved its value
since it was first launched seven years ago.

A balanced network

Air France has a balanced network that
offers a natural hedging of risks.
Indeed, the airline is not dependent on
any one market in particular and each
market is sensitive to the economic or
international outlock in different ways.
In the summer of 2004, Air France cov-
ered 189 destinations in 84 countries.

Long-haul network

The airline serves 82 long-haul destina-
tions in 52 countries with an average of
6.2 flights a week per destination and
57% of destinations served by at least
one daily flight (summer 2004).
Furthermore, 93% are direct flights.
Seven new destinations were launched
in the summer of 2004, including
Canton in China, Teheran in Iran and five
“oil” destinations covered by the new

Dedicate product tailored to meet the
ne